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worth requirement for the class of 
lender to which it belongs. 

(2) With respect to Title II programs, 
a sponsor is a mortgagee that holds a 
valid origination approval agreement, 
is approved to participate in the Direct 
Endorsement program, and meets the 
net worth requirement for the class of 
mortgagee to which it belongs. 

(3) Each sponsor shall be responsible 
to the Secretary for the actions of its 
sponsored third-party originators or 
mortgagees in originating loans or 
mortgages, unless applicable law or 
regulation requires specific knowledge 
on the part of the party to be held re-
sponsible. If specific knowledge is re-
quired, the Secretary will presume that 
a sponsor has knowledge of the actions 
of its sponsored third-party originators 
or mortgagees in originating loans or 
mortgages and the sponsor is respon-
sible for those actions unless it can 
rebut the presumption with affirmative 
evidence. 

Sponsored third-party originator. A 
third-party originator does not hold a 
Title I Contract of Insurance or Title II 
Origination Approval Agreement and 
may not purchase or hold loans but is 
authorized to originate Title I direct 
loans or Title II mortgage loans for 
sale or transfer to a sponsor or spon-
sors, as defined in this section, which 
holds a valid Title I Contract of Insur-
ance or Title II Origination Approval 
Agreement and is not under suspen-
sion, subject to the sponsor deter-
mining that the third-party originator 
has met the eligibility criteria of para-
graph (b) of this section. 

(b) Eligibility to originate loans to be in-
sured by FHA. A non-approved third- 
party originator may originate loans 
to be insured by FHA, provided: 

(1) The third-party originator is 
working with and through an FHA-ap-
proved lender or mortgagee; and 

(2) The third-party originator or an 
officer, partner, director, principal, 
manager, supervisor, loan processor, or 
loan originator of the third-party origi-
nator has not been subject to the sanc-
tions or administrative actions listed 
in § 202.5(j), as determined and verified 
by the FHA-approved lender or mort-
gagee. 

(c) Continued approval of loan cor-
respondents through December 31, 2010. A 

loan correspondent (as that term was 
defined under the version of this sec-
tion in effect immediately before May 
20, 2010) with FHA approval as of May 
20, 2010 will maintain its FHA approval 
through December 31, 2010. 

[75 FR 20734, Apr. 20, 2010] 

§ 202.9 Investing lenders and mortga-
gees. 

(a) Definition. An investing lender or 
mortgagee is an organization that is 
not approved under any other section 
of this part. An investing lender or 
mortgagee may purchase, hold or sell 
Title I loans or Title II mortgages, re-
spectively, but may not originate Title 
I loans or Title II mortgages in its own 
name or submit applications for the in-
surance of mortgages. An investing 
lender or mortgagee may not service 
Title I loans or Title II mortgages 
without prior approval of the Sec-
retary. 

(b) Additional requirements. In addi-
tion to the general approval require-
ments in § 202.5, an investing lender or 
mortgagee shall meet the following re-
quirements: 

(1) Funding arrangements. An invest-
ing lender or mortgagee shall have, or 
have made arrangements for, funds suf-
ficient to support a projected invest-
ment of at least $1,000,000 in property 
improvement, manufactured home or 
real estate loans or mortgages. 

(2) Officers and staff. In lieu of the 
staffing and facilities requirements in 
§ 202.5(b), an investing lender or mort-
gagee shall have officers or employees 
who are capable of managing its activi-
ties in purchasing, holding, and selling 
Title I loans or Title II mortgages. 

(3) Fidelity bond. An investing mort-
gagee shall maintain fidelity bond cov-
erage and errors and omissions insur-
ance acceptable to the Secretary and in 
an amount required by the Secretary, 
or alternative insurance coverage ap-
proved by the Secretary, that assures 
the faithful performance of the respon-
sibilities of the mortgagee. 

[62 FR 20082, Apr. 24, 1997, as amended at 63 
FR 9742, Feb. 26, 1998; 75 FR 20734, Apr. 20, 
2010] 
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